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tion's payroll system supported by either: (1) an adequate appointment and workload distribution system accompanied by monthly reviews by responsible officials and reporting of significant changes in workload of each professor or professional staff member or (2) a monthly after-the-fact certification system that required individual investigators, deans, departmental chairmen, or supervisors having firsthand knowledge of the services performed on each agreement to report the distribution of effort. Changes had to be incorporated during the accounting period and entered into the payroll distribution system. Direct charges for salaries and wages of nonprofessionals had to be supported by records of time, attendance, and payroll distribution.
Indirect costs for personal services were to be supported by the institution's accounting system, if it was comprehensive.  If it was not, periodic surveys, made at least annually, were required.
The stipulated salary support method was rarely used. It was cumbersome in requiring explicit negotiation for each individual and renegotiation if additional sponsored research was awarded for the same individual. It was ambiguous about incorporating salary increases in a period in which faculty salaries were rising and about documentation and audit requirements.
Until the early 1970s, the effort-reporting requirements of Circular A-21 caused little attention, although many features were the same as those that today raise objections. At that time, federal auditors, particularly DHEW auditors, began to question the adequacy of universities1 compliance with Circular A-21. Systems previously approved by federal auditors were found by new auditors to fall short of meeting requirements. Particular concerns were the absence of documentation of monthly reviews, review by nonprofessional staff rather than by individuals with firsthand knowledge of the work performed, absence of controls to prevent overlap of charges for the same activity as both direct and indirect costs, and absence of controls to prevent charging for more than 100 percent of effort.
These concerns coincided with and were influenced by growth of the federal research budget and uneasiness about rising indirect costs. The indirect costs were rising in part because of the universities' adjustment to the removal of the statutory limit on indirect costs in 1966 and the allowability of recovery of indirect costs